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Asian rice problems. t represents inputs from a number of ; 
countzy analysts and a steady research ‘effort froo[ id 
the ae Aete® of the Indonesian project we sent you earlier, 2 sos 
We ars considering publishing this piece and would appreciate : 
guidance and comments from you‘on it by 28 Novenbex if 


possible. 
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ia is saized wheh soma of its most diftioult 
Sis Bus sav nrovlan ms since Vorld War mbes “Following @ poor, 
exsep in 1972/73, import deinands for the xegion soared, above 
normal levels, and this -- conbined with global shortages of 
obhas rains _ -= contributed to a tripling of world rice cltee, 
Although rice now available: in the uS and from Thailand should 
precluda a sharp cecline in sagional living standards, serious 
pressures experienced over the course of this year will have | 
significant -- and, in some instances, longlasting -- adverse. 
effects on the Southeast Asian economies .: , easy 
Because rice is far and away the most important element 
of the diet throughout the region, skyrocketing rice prices 
will have a strong inflationary impact on all the countries 
of the region. Coming on top of other global sonaley 
shortages and a paucity of natural resources throughout the 
region, the price increases. in rice will create unusual ‘and -— 
in some cases -- parsistent. stabilization problems. Moreover, 
with current world rice prices on the order of $600 a ton, | 
meeting food: needs through imports nay sharply reduce . 
the scarce foreign exchange of the ims porting countries. 


Deapjte the fact that this yoar's short Zalls could not 
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nihhatney bass be gee Lain ig, PEREGS provisions wera not 
veda ated to sushi fy muca more extensive goveramnant inter- 
cess vica sakhating., Gonevalluad rice riots ara 
‘ygnlikely, but the possibility of local disturoances will 
marsist 4 eet] 1974, and individual political fontunee may rise 
and fall with local rice availabilities. 
oh For he long term, the major consequences of this 
vaar's? snort falls will lik aly be: 1) lingering government 
controls that pend: to slow production grovth; and 2) concerted | 
“efforts to rebuild depleted national inventories. These 
pressures will doustless tend =o keep prices up above pre-1973 


levels: and sustain a demand for continued large-scale us exports. 
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Feathuast 3 Sin is the world's largast mars St for intex-— 
wats ional rice sales. World production of milled, rice 
annually amounts to about 200 million tons, but most rice 
is consumed in the producing country, and only 3-43 enters 
world trade. Halt of world’ imports, however, are accounted . 
-£or by Southeast asian nations. Rice. is ‘the dominant food 
in Southeast ‘Asian diets, and annual consumption generally : 
ranges fron (100- 7-150 kilograms per person. For the most 
- part, ricafields constitute the bulk of. cultivated area 
in =e countries of the region, and rice accounts for over 
hale 6s agricultural production. Despite ‘this. enphasis, : 
"however, Southeast ‘Asia grows only ‘one-£isth of the . 
world's » rice. | . | ne 

“Against this Heck io eeuaa: this memorandum looks at the 
consequences for the countries of the region and key meee 
exporters: of recent production shortfalls and a tight 
global rice market. Baside Ss racing the causes of national 
shortages, it considers what . impact these will have on 
— other aspects of the economy. Final sections briefly ‘assess 


She tracing prospects for the rest of this cropvear and next. 
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zs world output fell 53.. Tor the most part, the 
Southeast Asian declines were caused by pvuor weather. A long 
pericd of drought during the main 1972 crop season ceneasece 
Thai pxoduction. A lack of rainfall compounded by . | | 
inappropriate government policies led to a one-sixth decline 
in Burma’ s rice output. In the Philippines, too much water 
was the case as disastrous floods in central Luzon, which’. 
supplies one-quarter of the Islands' rice crop, caused an 
‘almost 103 drop in production. This was the second major 
: setback for the Philippines, as the previous year' s exop : 
was severely hit by disease. The Indonesia crop suffered 5 
from some pest damage and late rains, w while South Vietnam 
and Cambodia experienced both weather and war~related declines. 
ANUS at the beginning of the 1973/74 cropyear, a 
- Sout theast: Asian import demand 1 7as probably some 3.5-5. 1 
million tons, compared with 2.5- 3. 0 milion ‘cone for the. 
previous year, This surge in demand has tripled world prices 
ron about $200 ‘a ton in | January to as “Much as $600 a ton in 


Octoser.* Moreover, world-wide vneat production setbacks 


fjake af 
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: og arian ese Sit nlLouselns, bindedny the amount 

Poa i a  aoauis tala glade. Ag a resule, many 
teasseit Wasa Sogcad ga cone with deercased rice consumpcion, 

stancukiss gf cern ant other lass-desissple starches 


for rice, and popular grumb lings. over governments' ability 

to he ndle the shortages Indonesia, the world's largest 
rica importer, m ay donet its rice import bill because of 
higher prices. Thailand -~ which together with Burma has in 
the ast supplied one-third to one-half of the ‘rice entering 
world ma rkets -- encountered a considerable drop in export | 
availad pility. earlier in the year, but should: be able £0, = 
‘compensate somewhat through judicious management of it e | 
export stocks. Burma, however, was hopelessly left behind, © 
and had to consider the possibility of serious doriestic 
shortage as. Cambodia, a special case; has encountered 


eritical. rice ate aiféiculties. th: oughout ea year. 
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Rica Production (1973/74). 


2 5,200 - 5,309 
Rice Production (1972/73: 3 4,400 
Exports (1973). . og | Less than 100 
Exports (Average 1969-1972) : | 725 | 


Lack of rainfall during the 1972/73 season was primarily 

responsible for production galling by 16% from the previous 
year ', but several other factors were evident. There has been a 
gener eral lack of. government~sanctione a. price incentives for 
prod ucers to expand production beyond, their own needs and 
whatever they might be able to sell in the free market. | Prior 
to May 1973, the government maintained control over rice trade, 
and prices Pp paid to farmers fox paddy vere too. low ‘to encourage 
a large surplus px roduction. With rapidly rising prices for’ 
the goods farme oa pacdedste buy, the resulting decline in real 
income mi ila ta ated against agricultural investment or improvement 


in exoduetion test hniques. — Instead, fertilization and irrigation 


ustion and import figu ras are aes -aliminary astimates 


c 

ts, and are subject to change as more information 
ta, Unless otherrisa noted, single years denote 
ouvs; double vaara deneke crop years cenerally 
om July through June. Although there are recognized 
batwean. counsrias, aomilling rate of 65% is assunod 
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ante imganthy 8 tego kk oe 83-802 River ariced on the | 
 geee MAL BS» producers diverted fron the’ govezamant a portion 


of tha st rplus available for deficit areas. and for @ porte 


for dzgicit areas and for expoxts, t the rice: trade was. gecon- 
ee. May 1973, leaving private individuals free ‘to se dd 
sell, tran ansport, and process rice. Export trade remained a 
governme ns saps ly: ana the government continued to stock 
end sell rice for ‘internal distribution to deficit areas. 
Although the gecontrol measure elicited a cautious response. 

_ trom producers and traders, many of whom feared it vas. only | 
eaueeaey, it helped bring out. ‘some paddy hoarded by farmers, 
ana also siloved cooperatives in rice-deficit areas to buy 

in surplus areas, alboit & high prices. 

Tt seen however, that the response from 
produeazs and traders wag not sufficient. In. October, ‘the 
requiring farmers, after certain @zductions, to sell 60% of 


“air paddy to the government. Moreover, the way was cleared 


meres enforgament of the quota requirement py authorizing 
nargognal proparky s22Leuras, including coniiscatioa Gf farmlanis, 
fot ee One again farnors indebted be the governnoat thyrouga 

: aches ele ke ; ahs ees soilscy Ag slightty 
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government announced higher paddy prices, but.also fixed quotas 
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Be PRS a SHOU OE ra Gh “GON aL kee prices 
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Jag uvgas for tha Lo73/74 ere, moss of which ig harves tad 
Ah Uovawwes and December of this year, is 8.2 million tons of 


paddy (about 5.3 mi Llion tons rddied). Preliminary forecasts 


sugges that “Ag the weather holés, this target should be 
reached. Planned exports ‘for 1974 range from 700, 000-900, 000 | 
tons, but 500,000-600, 090 tons may be more Likely, because of 


procurement difficulties. 


Over the ‘longer term, there is little incentive for 


farners to expand -Procuction much beyond subsistence needs. 


a chronic dearth of consumer goods and the lack. of an organized, 
freely accessible market ‘system result in little motivation: . 


to. raise income ‘levels. through: increased rice Production.’ 


Insecurity in many areas further reduces ‘incentives. - Recent 
trends. indicating that consumption. increases. out tpace production 
increases x some 1.2% annually sug ost a discouraging outlook’ 


for: rice ex ports until these deep-seated difficulties. are 


resolved. 


_ impact on the economy. .Already-high rice pricas began to edgs 


ee oi 2s. ie 4 ; ise 84. . d ‘ 
upesesa in wale. “Be mid-August, ris St-yuality rice was being 
wba Sayers. nied eer ae . eee ra 
pobe- LauRangoon- fax the oeunvalancoor $0.57 a citegram,. comaced 


oon oo 
-_ a) 
fr 


oe Approved For Release 2006/09/26 : - ClA- RDPEsT0087SR001900010031:3. 


: . 2 Monts bisads f 


a ‘ Ls ae ma 


«Approved For Release 2006/09/26 : CIA-RDP85T00875R901900010031-3 Te Pa 
” ; i a or ea ak on hae! : 
eis er a rg a he eet pte emerge ag de ae Om OS ee op ea 
teoewetcads. Debesk Sn upeounsey aad highland arae3 ave 
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pt rouse shat ean SUne28 toute dope Aneta rad estasen 
banna, and even roots four subsisteng ° Violence has apparently - 
baen avsided thus far and the situation. should soften with. the o 
harvast now taking ‘place. With the new procurenant policy, 
os the government may be buying paace, with ‘consumers 
af the cost of serious producer, reaction. 
The Lack of rice for export: will severely agent Burma's 
foreign e: tchenge reserves this year. Burma’ runs a chronic 
current account deficit of $50- $60 million annually. Large 
capital inflows have helpaa to forestall ‘rapid decline ain | 
gross reserves, which at the’ end ‘of 1972 were some ie miiiien’ = 
equivalent to about. four months of imports. Net reserves, 
| hovevar, were Zero. at the end éE 1972. “Total exports: this 

rar are ‘likely to be. less than $80 ‘million because of the 

‘lack of rice, compared with some $120 million in previous yeers. 
Assuming a normal level of imports oe: some $160 million, a 

trade Qefhclt’tn’ th order of $80 million for 1973 could be 
eugected, ove 2x twice, that of last year, Burma almost certainly 
nad to cut. back on is sports this year, enevers because of its 
feels ae es and the — again enjoying 


L inflows --.on the vdeax of $49 illion in 1972. 
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. Preliminary ee suggest that. the 1973 crop will 
be susstentialiy larger than the drought-strick en 1972 crop, 
| and may ba as much as 13.5-14. .0 million tons of paddy. 
“Weather conditions have been generally good. Some flooding 
of the summer crop, was reported, but | at is. not known if 
- damage was suft icient to radically change the. optinistic a 
harvest: estimate of 500, 000- ~550, 000 tons of paddy. The 
main fall crop reportedly Looks: very good so far, and . a 
should be about 13 million tons of paddy.* ce ‘ 
: Rice exports have suffere ed ‘fz ro the poor harvest last. 
| year, Thailand export ted over 2 million ‘ons of xice in 1972 
almost 308 of the rice traded in ‘the world market. “This 
year r, ho fe ver, only some 682, 000 tons had been exp morted as 


of S aptenb are Because of the crop shortfall ana es a 


sure domestic ‘reguirements £ fir Se Bangkok panned ‘exports . 


cf. 
9 


at midyear, except for small purchases by several Asian. 


eg aa os. Pe dad eek untl dgilear etter the arrival. of 
onattions. Th was not until September, aftac the arrival of 


-fy-Zall crap of sama 529,090 tons. 
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maxing guick production adjustments. Most increases have 
‘takan pla ace by expanding the. planted area,, but on ever poorer 
lancs. — Rice yields are less than, tHo, tons per nEctars;: ‘sud- 
stantia ily less than indonesia, Taivan, South Viet tnam, or Korea, 
for example. The new high-yiela rice varieties account for | 
only 23 of plantin 5S) the lowest. in any Asian countri-. Ferti- oar 
lizer ap pplications are especially Low, largely. bacause of fs 
high. fert tilizer costs, but also. because there ‘has been little 
incentive -- Up until now ~= to ‘produce an even greater rice. 
surplus, ? | | | Lae ? - : 

Despite continuance of its surplus, Thailand's position 
in the global shortage has not “been a conplete blessing. 


Domastic rica prices have risen sha “ply. ‘at farm, . vnolesale, 


anc ‘retail levels, and this has impacted on consumer prices in.’ 


ee al, Although domestic markets are partly insula ced from 
world markets by a rice preniua and other. taxes and regulat ions.,* 


wholesale and pa déy price 3 at midyear ware nearly double levels. 


a (FOar earlier. ‘yor the first ‘seven honth of 1973, the wholesale. 
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- The potentially good harvest expected this year will insure’: 


daquate: sup plies ef foodstuffs over 1974. Moreover, foreign 
exc mange reserves of $i. 1 billion at the end of Septe=xber -- 

- equavatent, to 9.months of imports at the 1972 level =-- also . 
provie 2a comfortable cushion for. alleviating pressures on 
prices through increased imports of other consumer goods.. 

A mora serious arial for the other countries of the 
region is thee the new Thai, government will feel a need for 
“the-masximum possible insurance against both rice shortages 
and sudé: on price increases and wil. choose to turn the flow 
of rice exports on and off accordingly. “Sone precedent for 
the already emists in the earlier export ban, and the difficult 
ba rgaining Cazbodia has faced in its efforts to secure michs = 
“nesded supplies tends. to reinforce this impression. oe 

“As: smaller am ounts of rice have been exported, Thailand 
has passed up the opportunity to reap the fullest benefit 


29 t4£3 oun growth from high global prices. last year , foreign 
. | vs | 


. - e = Me * 2 ‘ ~. 
Avcaganuwe earnings from rice amounted to $209 mi Silion, 203 of 
ental mpectandise earnings and 125 of tobal exchaagea earnings. 
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Rica production. declined dramatically with war and the 
attendant disruption of transport and marketing systems and 
the exodus of over one million peasants from the ‘ebuntryside 
baginning in 1970. The fall was particularly rapid after 1971: 
ag the government progressively lost control of traditional - 
rice-surplus areas. ‘Gevernment economic policies, too, ware | 
‘partly to blama. “Arti fically low, controlled rice’ prices; 
“established early in the war to avoid’ political repercussions M2 


of rising food costs, provided no: incentive for farmers: to = 


(cae were: a Oe 


and marketing conditions.” ae | 
The ai fficulty in both obtaining rice ‘for: Inport on “tight 

world markets “and insuring the steady internal £low Of eics 

over often-interdicted transport routes has generally prevented 7 


Panom Penh**£rom amassing. stocks sufficient for more than 


® "Sea Apoe mndax, TSE ae Separate eee et North Vietnam's: 
rice situation. ; 


syeswollsa Panen Penh, with a population of some 1.5 
ts OF Cambodia's total of 7 millicn, is the majox 

figit asea under qovernient control With a- crew 

3, other governmoant areas are soasidersd reals 

tetent; Food conditions in cnemy areas ase din. 

onsite . 
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hoaradiag in ant icipation of future shortagas has seriously - 
increased market pressures. This condition became critical 

in mid-Ostober, when transport disruptions and difficulty in: 
contracting for rice imports ‘pushed capital-city stocks down 
to a 5-G day level. The situation was particularly acute s oo 
“because imports through the us PL=480 progran would not begin. 
arriving until December. : 


Phnom Penh's crisis began to improve. in late october with 


| large-scale arrivals of rice from South vietnam and thailand. oS 
As of 28 October, government stocks were sufficient to cover * 
two weeks' consumption. Scheduled deliveries From: hailand, | 
South Vietnan, and South Korea should incraase the capital's 
stocks to around tivo months ! supply by the end of Novenber. 
Negotiations to obtain additional rice from Japan (5, 000 tons) 
and South Korea (12. 200 tons) were recently. successful, and ie 


shipments could reach Phnom Perh as early as Decenber, ‘concurrent 


ith initial aveivais of US PL=-480 and newly-harvested domestic 
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vice. The timely : arrival of imported rice is, hovevar: still. 
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Jesu ae ee Aas 
‘dacehe cose of living since the war began and. the more than 
doubling of prices this year alone.* Freight charges on the 
PL=4 5 rice of about $10 million in 1973 had xe be ‘financed 

by cashodia's limited foreign exchange reserves at the expense 
of nesded merchandise imports the US will probably fund 
 fraignt expenditures in 1974. Although: chase has been Little . 
public reaction to constantly rising rice prices, ‘the potential : 
for | a complete drawdown of the city' 8 stocks has several fines “ 
engendered ‘riots and dastruction and Looting of largely. 
Chinese retai+ siece. The government has been generally | 
successful in putting down these disturbances, not sO. much* out . 
of its own POwes but out of the failure of the spontaneous vice. 
riots to develos into a mechanisn for political upheaval; sein, 
the potential is there, - _ Ee | ie ae ane 

Although Cambodts. will continue to: require substantial. 7 : 

rice imports until peace ie restored, its longer term prospects 
ae ESE Ee one-third of price ee but 

with rice prices up some tenfold over the pravar level, the 


eresicn of real incomes, and the high price and unavailability 
Ge ottac com modities, ene rseaies grossly understates the 


L“ssvtancs of rica in consumer exponditures. — 
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7 am the osaning of transport and marketing 
SyStars and an appropriate progean to return refugees to ‘their, 
lands. Little had ever been done in the line of irrigation 
and fertilization -+. Cambodia! 8 rice yields were anong Asia® s 
howest =-- and rapid gains could probably be achieved through 
the intr oduetion of high-yield rice varieties and ancillary | 
“einputss. 
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Rice preduetion for the 1973/74 (crop year stiould be = 
slightly better than last year's but clearly less than the ee 
record 12 8 ~nillion-ton 1971/72 crop. The matin crop, | 3 
whiea is ! harvested from April through ‘June and pea y 
for. 70% of production, was probably smaller ‘than in 21972 

| because of pest damage. and late rains. ‘The ary season eros. 
harvested from Septenber through November, however, is ‘expected ) 
a 


to be. better than last year's. s drought~stricken, output, os . 


Despite: this: rather hopeful ores pictuze and eneegets, . 
import efforts, Indonesia faces stock ane distribution . 
problems resulting from the government's domestic. rice a 

rocurement BeOct ars. BULOG, the government purchasing scence. 
has been able to purchase only some 250, 000 tons of. rice, | 
less than 203 of its admittedly unrealistic target of CEs. 
1s million tons. BULOG' s initial procurenent, ‘efforts, | basea 
on. a cult a system, were ill-planned and oppressive, en 


and savorcly disrustad ins froe mar et systen. ” Many villagars | 
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Sgt ae og she peu ake war loss des credibiLis, ane wouls 
fefhous siggs to Lowl geeblens. Paymers reactsa by 
Wielding piea, and the AnQURES On mMaxkets iaeeuae 
“yhgunit. aa Late ee Sep Vakareu aba andonad the quota’ yaten, 
persicted local reguirements to be insured first, and 
established more consistent price regulations for ‘governnent 
“purchases. It is not yet known whether these measures have. 
- ‘dnereased the flow of rice. either into government or private 
channals. . . | ca ae 

. wien small of: sical viée holdings, the government * 
a aggressively went into the ‘world market ‘to purchase ‘enough 

, rice: 1) for allocations to government enployees and market i ~ 
‘stabilization: and. 2) to supply deficit areas. Of: total. ingort = 
needs, estimated by the Indonesians at about L. 9 million — ee 
tons for the ‘exopyear ‘April 1973 to March 19745- A. a 
tons had been contracted for by the end of August. thee 
~ Indonesian ‘estimate reflected maximum denand, howevar, including. 
“a Stock buildup that is unlikely until world supplies increase a 
considerably. ‘Scheduled. arrivals should meet donestic ee 
requirements: at least through February ‘1974. Indonesia will | 


ill have to contract. for substantial imports* -< on the = | 


me fore2 ‘on exchange reserves -- $852 millicn 


* Palatively n 

as o2 Sestemser, eyus ivalant ¢& to epoue soaven months of import 
ab. Lac-vear's. lev al \W2 ankance Tre masia's ability to 
fiennse nacessary food imsorzts. - nddigionally, tae counts 
con 32il or barter. oil oz rica. in a seo eneray market. . 
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Although the continuing gevivas of inports should ease 
Iad cnesia! s rica problems, some econonic pressures will 
oes rsist. Though by no. means approaching the Suxarno standard, 
Indonasia’ s inZlation -- fueled by rising rice ‘prices == Mie ok 
has been fairly severe this year. For the first nine months i 
of the year, consumer prices showed a 263 increase, compared 
with 17% for all of 1972 and 4% for all of 1971. Doriestic 
price inflation should moderate during late 1973 and early 
1974 but will probably rise again just prior ‘to. the May - 7 
harvest. Early August riots in Batidung, West Java, Gitemned. 
largely from deteriora ting economic conditions. Following 
. this, rasidents of East Java were. reportedly apprehensive 


‘that econonic- related ‘problems could BECror similar oe 


incidents there. 
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pisu Yeeduetion (1273) 275-300 
Blas tyoduesion (1372) 3 275 
| es wae ee Ree (anaual) 8 75-109. 
is Somestic milled rice production has declinad steadily - 


fron the high of 335,000 tons reached in 1969. Poor weather 


in ‘savaral yeers, combined with military activity that drew | 


labor resources, destroyed fields, and kept large segments 


of tha population oa tha move, were largely to blame. A! 


small local surplus is produced in southern Laos. and ee 


merketed across the border in ‘Thailand because transport 


diffi culties related to insecurity preclude using it re Pd at 


. reduce import demand in the major deficit area of Vientiane. °° 


“Laos. relies heavily on ‘thailand for oe bulk of its grain 


See Persistent market. shortages ‘have ‘occurred. ‘this. ee 
year, however, because of shortfalls in. the 1972 ‘Thad harvest i 
and Bangkok's reluctance to authorize rice exports. 7 a 


" Governnent-to-governnent: contracts with Thailand signed int 


Septenber will. enable some 370, 000 refugees: ‘and: 75, 000 so 


military per sonnel, almost entirely éependent on rice ke 


stributed largely through us assistance, to be. ‘supplied until a 


» the Lao harvest in Decenber. Imports will stilt be require 


throughout 174, even though Laos has retu nad, to paace tor 


dergess nest time in over a decade and producti on in its 
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the consinasion vf reduced imports and nigher world. 
prices has resulted in a doubling of domestic rice prices 
aur ing. the. past year, with little vice available _ the 
- ansixesplace at official prices, Despite commodity shortages co 
and inglation | of seme 303-408 annually caused largely by . 
the governn ent!s chronic aeficit-spending, howaver the 
populace. is war-weary and relatively apatheticy and. oa 
problems a are unlikely to af ffect even the fragile peace chat 
exists there. Moreover, ‘there are. ‘no indications of Cae 
impending large-scale cutbacks in the multinational, idonees : 


“supplied Foreign sxchange operations: Fund, the mechanian +: 5 


‘through which Laos’ finances: the bulk ‘of its pdmports. 08 we 
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ey wita the excaption Or 1970/72, when flooding eee : 
soma of the rice crop, talaysia has been steadily progressing 
_ toward a goal of 908 rice self-sufficiency. Most of the 
‘production increases have come about from a twofold qactoage: 
over. the past ‘five years of the ‘total: area undex double-— 
‘cropoi Increasing use has also ‘been made of high-yield. 
ee vucletiaa. some domestically developed. See 
Malaysian rice liaports are relatively snail, but the 
“genezal shortage. of world grains has forced the” ‘government 2s 
for’ the first tine to actively. participate in’ rice: deals | 
"> totaling 125, 000 tons with china apie ‘mhatlend - =< "traditional: 
suppliers through private dealers. “This, was. motivated by 
| a run on domestic supplies in Hay and June. ‘because of: | 
ee and retailez hoarding after Thailand and ee 
~ announced rice 2 «port bans. ‘private dealers imported “soma 
62, 000 tons oF rice pauses the first half of 1973; but, 
“since the governnant! s intervention in. ‘the market, these 


desloss “have drop ad out because they | cannot afé ea to sell 


a perm aria a count ries ‘of Southeast asia, Malaysia. - 
ovis relatively all-preg arad to ope. with rice soqudrements. 
ger tn: ont ma! ving 4s eh Erade eurvotllacea , rotuiras. 
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ee re norve stocks auounting to 15% of production. 
ae “aneover fj} Malaysia harves ua rice almost’ year-round, which 
" ndninizes the severity cs any sexsonal shortages. Over thi: 
longer haul, it has the noise how and. irrigation in frestrucéuse 
“for growing two rice crops a year and the short-term, high- 
yield hybrids te further boost production. , 
ee The high prices. of rice imports ‘that Malaysia will 
need to supplement its domestic production will contribute as 
to an inflation* already spurred by booming demand for its 
primary exports and a surge in domestic consumption, but the 
~ dmpact: is likely to be modest. Well-organized government 
“rice marketing programs’ ‘will minimize the price effect and, 
~ given the present position of near. self-sufficiency in rice : 
“and! increasing prosperity ¢ on the domestic front, ‘the outleok 
for political stability seems good. ; : : | 
| Similarly, the effect. on Malaysia’ s foreign exchange” 
reserves position created by supplementary rice imports. 
should ‘be minimal. Due largely to the earnings. from its | 
“export: of primary products, the nat: ion's trade surplus . 
“recorded a 3008. increase during the first five months of 1973 ae 
~ ever the corresponding period in 1972 to $106 milion, con- 
ata: to an \ already favorable international reserve — | 


: Ag Cons unex prices ‘increased at oan annual rate of over 13st 
during | the: first five months of the veets ae: 
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7 Thousnid Tons, eke | 
thes teyadestén (1973/75) ’ /-3,400°= 3,599 
re, 2972/73) oe . , — 3,000 
“Separts aries ney, oat Pig, les Me, 400 


“Saven years after the birth of the Sexeen Revoiuctea’ in . 


the Philippines, two successively peor rice crops in 1971/72 


op endl 1972/73 rasulted in eritical domestic: rice shortages. 


Cantral’ Luzon, which produces about 258 of ‘the Philippines’ 
rica. crod,. was seriously affected by tungro: disease in . 
the 1971/72 season, and total output dropped by almost 

5%. The. next year's crop in the same area vas hit by | Be 
| disastrous flocds, while other areas experienced droughts ae 
production nationwide dropped over of. The situation. wad 
made worse by conspicuous decli ne in some of the elements that 

: had contributed to si zable yield dneceases’ in the late aseos. 
"specifically, gains from high-yield rice varieties could not be | 
‘sustained over the longer term without extensive and expensive / 
: improvements in irrigation, fertilization, and weed control; 
Manila reduced its production promotion efforts; and the . 
available funds for rural credit began to contract in 1970. 

| Despite tha Philippines ' relatively good foraign 


canch ange position and’ a world a wice purchasing effort, tight 
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wien ingorte. Coazequentiy, 
a Counasthe SDT a Ge a aon Stat 136,009 Sons durtag tha 
wep wand UT T3 Bo only 255,006 tons, heve continuad to 
ee eis Fes be. | 
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ee eee 


a4 08 69) ,8290 tors 23°82 ate 
eatguaar: year 19733 eveuers only 325, 000 tons were secured, 
ans pressures on government stocks have increased considerably 
as the yoar wore on. | ae ae a. re vs 
"the government took a number of measurus co. lessen. . : 
the effect of the shortage on consumers , ineludins control a 
over all rice and corn stocks in the country. A bumper : | 
crop in 1973 enabled the government partially’ to substitute 
| - both imported and. domestic corn for rice. “This initially S 
| met’ with considerable consumar resistance, but now seems. to . 
have been grudgingly accepted. The ceiling price. on. wheat | 
flour, which had been below the vorld. price, was raised oe 
to encourage heretofore unprofitable “£lour imports for 
noodle and bread production. The Support’ price for paddy 
was increased by 6% to encourage production, and retail | 
rice prices were increased by 17% to draw out retail stocks. 
Despite publicized penalties, however, these controlled | 
pxices ara rarely kept. The market orice for the Gice<caxn. 
mix, for example, has been three times the ceiling pe rice.. 
ae mors be Several instancas of rice pe=0g unavailable on Manila 


meviiis fa August, satieniag Or tha rica-corta mix was. 
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tha an sat os tha JI73/74 Rarvase now t taking placa, ‘This 
Sve) Baan ty aoe be srtallor than antictpatsd pecausa 
£ possibla eyehoah damase earlier in the year, and the , 
Philippines will lixaly have to import 400, 000 tons of ice 
da calendar year 13974. The rice should begin acriving 
in mid=Ap vil if it is to cover the critical. period until 
the. next crop becomes available in October 1974. 
Problens of inflation, spurred by the rice Beoblen a 
and: Likely. to be exacerbated by other conmodity shortages, 
| also. remain troublesone. Food . shortages. and a record | | 
budget deficit have put a severe strain on: prices this year. 
‘Wholesale prices were up 253 overall in the first 7 months _ 
of 1973 compared to 10% for all of 1972. St apdso osssures © 
seem to have hada soma success in holding down retail ‘price 
increases in the short-term, but an easing of inflationary 
pressure does not appear in prospect... Even with improvement 
in the rice: situation, the Philippines now faces severe. 
cutbacks in crude oil supplies that will aggravate the price 
situetion. Should ‘the rice situation again deteriorate, . | 
this’ combined with a severe shortage of fuels, could mead: to 


@roater political unrest. 
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Sw SeandhS poogran to increase ixvigation and fertilization 
and maximize tha reise from nawer rice strains. Primarily, 
eradit t availabill ey mus t: be improved through a rational 


lesa aiag program insuring adequate funds for input purchases 


‘with interest rates and sanctions that ‘encourage, repayment. ae 


In addition, the program to substitute corn and wheat | ‘ 
‘conswiption will have to be encouraged even when vice ie 


not in short supply. Poeun ee es : Des Se ee 


saa Fe asin ne ea a ee On ry i . a x on i * 

Cane of tha major preblems with the highly-pudblicized 
land varorm program, for example, is that small farmers were 
e2e off fron thair major sourse of eames the landlord, _ 
jan tne govarnrant did noe stop in with alternative funds. 
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, fige Produssien (LO73/74) 8 3,700 = 3,500 
Loa. Peodustson (2275/73) Ri oe _ , | 13,500 
imports Requizad (1974) oe 450° 


af tar three years of production increases, greater 
miliary. activity and poor weather resu' tad in an estimated 
“58 cacline in the 1972/73. rice harvest. “Continued poor 
weathe ein some azeas, uncertainty as to market access, and 
much higner fertilizer and other input prices apparently : a 
held production down below potential for the 1973/74 crop we 
as well, but record harvests totalling over 6 nillion tons 
are, still possible. ee oes 
ree "Although. the. rice. crop has still not. grown enough, to. 


siintaake imports , a much higher than expected level’ of : | 
' shipments from the Delta from both current. production “and” 
private ly-held stocks has eased considerably the fears 

of 2 severe shortage later this year. During September, 

about 65,000 tons of rice apparently were moved out of the 
Delta into government stocks. This was one of. the highest 


+ ob ad 


monthiy totals in years and by far the highest for Septerber, | 


whan Delta sto are traditionally low prior to the - 
tovenkareJanuary harvast Tas major reason for the increns2d. 
aniovants'was the government's heavy orassura on Delta 


marci.ais to xveduca inventories, suppress soactaltion, minimize 
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‘ ana 
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eS. anes niosis, fa Taba govarnoank vas privately pya- 
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La dsplatad by Decenber of this” year unless early PL-480 
imports or increased Delta deliveries wece achieved. Moreover, 


a blac: market for rice -- the first in years. -— had sprung a 


Meena as che Saigon Socerniane's rice situation has worsaned 
this eiag ia 80 too have the VC/NVA been upset in their efforts 

to mse t immadiate aesierigul sas .The Communists have a large 
demand aes rice to feed military personnel and civilians in 
tha oceusied or controlled areas. Most of the civilians and 
some of the military requiremants are, however, met from 
sources other than GYN areas, such as local cultivation, use 


of accumulated stocks, and imports from North Vietnam. More- 


over, the civilians in VC/NVA areas are probably expected to 
meet a large share of their food reguiremants themselves, 
and are not properly a burden on the Communist. government's 
food supply system. Although data for total rice requirements ° 
in Communist areaz are necessarily based on cruda estimates, 

iv appeaza:! that Lae areas need to ee less than 100,000 


tons... . ae aide eehir ee sab fee ae 


Much of this will probably flow in simple. apalecads 
purchases by civilians who visit GVN markets or in the. 


‘traditional "tax" collactions from farmers in contested ee 


For the remainder, the VC/NVA will need to augment rice flows 
from North Vietnam or move more aggrassively into GVM markets 
Sufficient rice could be diverted from North Vietnam to South» 
Vietnam if need be without seriously upsetting the North's 
own rice supply situation; this move, moreover, would be 
facilitated py naw neece being constructed in Laos and South 


Vietnan. a . ah es AaB 2 a) 


Seeking to meet their own requirements and; where: possible, 
ee exploit G/N rice problems, the Com munists hava intensified 
air efforts to secure rice in South Vietnam. This includes 
é emonts as transoozt and marketine disruptions, stock 
23, ana eontiscavion of tha uscoming narvast. Short of 
a aeoeciias in tho geet heveaver, these 
sting ovar a.dbro2d 
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for rice. Rice sales from official outlets in the Saigon 

mesrsn molt tan area were limited to 20 kilograms per fani ly 

eacn month , (or roughly one-third of average requirements... 

‘The black market still flourished, howaver, and. accounted 

for most rice sales in Saigon. With the early October < 
improvemant in stocks attendant on increased Delta deliveries, 
a decision was reached on 10 ‘October to increase the monthly ve 
ration from governnent-supplied outlets to 40 kilograns per 


‘family, and this ration was raised to 50 0 kilogram 


a week later. 


ie seeding doacaies a Gib kee ees 4 steele Maa comin ere 
| The prospects for. the governnent!'s maintaining ee 
rice. stocks through the remainder: of the year’ are now much “ 3 
imoroved. Preliminary reporting indicates that Delta deliveries 
in October also. could be substantially greater than anticipated 
eaciiee. Thus , it now appears that the end-of-Noverber : 
eauesraonk stock position will be at least one month ' s oc 


normal . consumption. 


even assuming the arrival.of as much as 65,000 tons of 
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| a simanaion,in yopont washs of govasnment salas at 
| su5sicizea prices throughout tha country have caused black 
mariet prices t. recede only slightly, and the price of 
rice ramains an important ecaneate and political issue.t 
: Moreover, heavy 3} iovanber rains in the northern section o£ ia 
the. country have damaged ‘that area's rice crop and driven | 
out several thousand farm people who. will now depend in . 
part on governnant supplies. Finally, nationwide ice’ 
7 inventories ‘are. currently very low; rebuilding them win 
| Fequize some 450, 000 tons of PL-480. shipments in 1974 an os 


costing the governnent $20- $25 million in freight costs | —_ a 


as well as a good domestic harvest. Pate ar we, 
: “the longer-term consequences Of this year’ s heavier 

governnent intervention in the rice market are still uncleaz. 

The military commanders most responsible for the increased 


Delta shipments have sige aay announcad proposals for a. 


* Reflecting its major role in personal spending, rice is by 
far the largest item in Saigon’ s retail price index, and the ; 
Esseag id of retail rice sricas recorded since the start of this 

-vear is the major factor in the index's overall increase of 


aw 


34. At tedav's retail prices and at an average per-caos ta 
consumotion rate of 155 kilograms oer vear, rice wWOULd cost the 
ovuivalent of $48 vert narson year, about one-third of estimatad 
worecaipita theese Subgtitution of less expansive food and 
eessiciead coevernment nice sales, particularly to the pe a eS 
ret uivil sort vica and their families, ease both the pursonas 
tousdess and the inflationary impact, but these remain cone 
“sla . : 
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Other long-torm agricultural growth Seth tena: besides 


‘ubousie ya and the. weather, inelude shortages of farm ‘Labor 
_ bacause of increasing urbanization) the highly capitel- 
“insenaive | nature of South | vietnamese agriculture, which 
“may slow productivity growth as inputs inevitably. bacona. 
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nore expensive; a typical shortage of adequate credits ae a 


‘Lack: of a. well-planned crop diversification program; and, Pees 
_ except for | highway transportation, a > weal internal L marketing © i 


system. 
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2S paket 1974/72) eros 22 300 miliien tons of paddy. : Con- 
‘sidering s scattered late reports of crop canage, this may pe 
wandacy optimistic as a pre-harvest estimate. In. any case, 
prices should soften ‘Somawhat as nevly-harvested zice hits 

tha mazket near the end of 1973, but will continue higher than 
those of 1972. A crop of this magnitude would also stop 


further draudouns on présent lov rice stocks, but will not. 


tounge 


allow for the rebuilding of rice Sevens Scptagesn 


en eg RTE 


‘Ire espective: of production levels, import demand will 
continue to ba high throughout 1974, and some shortages may 
. “occur especially in May ‘and June. Moreover, domestic demand - 


“whl: have. increased because of population growth and steagity, 


Stent tee 
. 
‘* atoms 


increasing per-capit a rice consumption. Beveray, ‘countries a 
Indonesia and the Philippines, in particular | -< have expressed ” a 


a desire to build ud large stock levels, but this would be 


vo impossible this year. a iy Ogee : ras 


the US plays a major role in world rice trade, accounting 3 
‘fox: more than a quarte cGe the rice ente ring worl: markets a 
since 1987. Production for 1973/74 is estimated at 4.3. 
miiiioa .toas of paddy, up 12% over last s@ason. Only a. slight 


msrante over last vear's exsores of 1.9 meviton tons is 
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cet ae a of ia noe, tia ee saa WD 73 Tang L a acsieved 
ee. eae ae Nao usgtiy stoans to tha loess level ina 

dee as “hes Sesehsuhei, okey sont 669,909 tons of sice ara 

ea. to. Ia or Wilable foz expose on concassional tazms 


| (compared to 1.3 million tons. from the 1971/72, crop and | 
949,000 tons from last year's crop) , and these will be. limited 
to South ‘vietnam, Cambodia, and -- ‘possibly = - Indonesia. 
"Moreover, as much. as 300, 000 tons of next year’ s PL~480 ° 


availabilities may. have weaeeieds been committed before the 


end of this year. | 
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widasp vead use of high-yield rice varieties -- are important 


adjus 1cts and properly utilized can contribiite to favorable 


techn nology, however ‘impressive growth can: just as. Anpressively .. 


anak récord: crop ‘in 1974/75. to fully ‘recover from the oe 
"poor production | of 1972/73... With two bunper crops back 8s 
pak. there may be enough rice available to" replenish ce 
© atoske | and possibly aff cee. an cepportuni ty to purchase: additional 


buffer reserves ‘5 


1974/75, but ‘measures ‘are being + taken to guard against 
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loags g-ter growt +2: trends. Given the present state of | 


be sat back bys a whimsical typhoon. 


a collaps e of the international tarket. Because of the ae 


Assuming a near-record 1973/74 exo, “ie win take, 


ral 
sola 


the us will’ “continue “to. be 2 major "rice Geepites sn 


extremely high rica prices this season, competitive market a 


forces alone would have stimulated an estimated 250,000 ee ae 


res 


hectare increase in US rice plantings in 1974/75. This 


could have ied: to a . Lazge surplus in us proguction ana 


a Szpveasion of prices, at the farm. Conséquent tly the USDA. 
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this figure will receive no price supports ¢ and new 


‘prolusers will not ba eligible for farm loans. : “Alternatively, 
- hevaver, for tha. first time since 1954 rice marketing . . 
‘qu 35248, have been lifted. “this means that. for next year’ s- a 
ercp, farmers will not be penalized ‘for production in ne . 


Pe excess of established ao 


‘encourage increased plantings and yields through the “removal, 


sid 


te, of penalities,, even though incomes may be ) Jeopardizea by ee 


| the” reduction in price-supported acreage : “Us production: is en 


= over 1973/18. "While “unlimited: export: "demand ¢ cannot ‘be. 


| “projected to ‘be ‘some: 4 million tuns® minied, = 388 increase. 
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ae assumed to continue throughout 1974/75 ak should nonetheless . 
a be high bases on the difficult market experiences of this = = 
past year. o£ course, any serious arco: in Asian production 


- would intensity pressures: on US supplies.” 
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next few years. diggers in some ‘substantial ‘details from that 


— fiseaL year. 
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nboe Production (197Z) — 23, 000 ~ 3,100. ne a - 
2 | Imports Raquired fede! 1973 - Sie i 
oak dune 1974) a 600 - a e ; 


(although global and regional data in the text of this 


repoxt ot include North Vietnam, its. rice ‘situation over ‘the 


o£ the rest O£ southeast Asia. North Vietnam probably will not. 


"receive any significant quantity. of us PLM 480 ‘during ee 


“Moreover, it 2 has 5 traditionslly met its import“! 
- Hes Spent fe agate Pee wry a 


 requizenents through shipment: ts Ero the Conmunist countries. 


: Internally, ‘Noxth vietnan' 3 ‘vice ‘p¥oblens ‘have “pended 68 be’ 


ked by a rather gid systen of state procurement and. food” 


petlontig, cant” this dis nes shes i ts. economic ‘pressures -— 


at least in detail -- fron those of ‘non-Conmunist countries 


2 vse cs 


faced with meat ing sta! bil ization ‘goals. ) 


North Vietnam should show a. mediocre performance: in ‘yice 


Syodas sion this year. Thea spring cxop, which acco’ ints for about 


2 


pray. Bugle sion, wags ceasonably. good. Several major 
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There is little direct evidence .on the 1973 autumn crop, 
whica +3 harvested curing October and Novenbar. This ds the 
firg= autumn crop in recent years to benefit from peaceful 
Gonaitions, but the harvest is unlikely to be. any better than é 


. last year's estinated 2.6= 2. 8 million Eons. of paddy. Drought : 


Ko 


ak the beginning of the autumn growing. season and” heavy ‘rain: | 
ore transplanting destroyed some seedlings ‘and waterlogged , 
- paday. tanta North Viotnan has been affected by: six “tropical 
cyclones this rainy | season, compared vith, three last year, ‘and 


“Although. this: year! 3. 


ons flooding-vas - reported An: ‘several areas. 


wed tanh MA ae ae wing psa abl obo Pee at Reon 


ul flooding: did. not. approach: ‘the. disaster of 1971%),-1t. probably’. 
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limited output soma’ what.. 


North Viet mam has “Little aigticulty meeting ‘tes food 
needs through imports. fh Nox ch vietnam normally imports 400, 000 ~ 


600, 000 tons annually of rise, wheat flour, and corn, ‘almost | 


entirely from China and the USSR. ** ‘Imports this year, eever 


a 


s in the late suzmer of 1971 agate 


ig Destructive Ficod 

agriculture a particularly severe setback. Some 450,000 

hastaras of land ware fFleodad sufziciently to cestroy the 

watica gies eroo, and parhaps half the crop was dastzroyed on 

ust ves BOG OSU Mscsares... 

a8 ‘Shima seobably considars North Vietnam its first priority; 
“a, aistertia to North Vioataan necessariiy Limit these that 
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‘de 201 a during the war and to build a contingency against . 
futurce natural -- and military -- emergencies. i 

H#anol has made little progress in ‘achieving rica seie- 
sufficiency, a goal of the post-war reconstruction and development 
3 effort. Indeed, even ata robust. annual growth ‘rate of sade suct 


a target would ba some 10 years pete with the primitive 


the wanes ett 


prevailing €echnology, the crop is ‘stall quite sensitive to. 


inuna ation, water-logging, drought, Ansects, and diseases. - 


. 


‘By. Hanoi's own admission, the water ‘control netirork is Foor. ae 


‘inadequate irrigation ‘and Low levels : of fertilizer and . 


Pe are? 


of the spring crop area. “Corn. is being asphasized: as a “gub-. a 
stitute for rice and as ‘feed for aninals, but: little ts “pelhg 
' done to increase its ‘production. Moreover ; ‘the cooperatives 
system works” against large increases. in agricultural “output. | 
It stifles danegeriel initiative, and there is little eee 
for tha farmer to inezease his own productivity. Shortcomings 
inet cooperative systen have been recognized by govern ment 


lnagass, and some rafeorms for increasing incen ntives hava baan 
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dist: Sution of f£o0d supplies. Food staples -- grain and meat -- 


te te 


ava evenly rationad in modest amounts, and prices for these 
vations are fixed. Tha only area of compatitive bidding for 


“gupplies is the government-monitored free market, which is 
limited largely to vegetables and handicrafts. China and the 


‘¢ 


_ USSR have covered food deficits for years, and this wild, 


continue to ‘be the casé in 1973-74. “Under these’ ‘etrcutstances) 


tha country seems destined to enjoy a relative Ansulation from 


world food problens. 9.) 


